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MUNICIPAL FINANCE 


Out Ref : ll/6/3/l(DC29)-2018 

Enquiries ; Mr. A Soopal 

Date : 18 May 2017 


THE MUNICIPAL MANAGER 

ILEMBE DISTRICT MUNICIPALITY 

P. O. BOX 1788 

KWADUKUZA 

4450 

Fax: 032-437 9587 
Dear Mrs. N.P. Gamede 

ASSESSMENT OF THE 2017/18 ANNUAL BUDGET TABLED IN TERMS OF SECTION 
16(2) OF THE MUNICIPAL FINANCE MANAGEMENT ACT (MFMA) 

1. Reference is made to your Tabled Budget for the 2017/1S financial year that was submitted to Provincial 
Treasury in accordance with Section 22 of the MFMA, which states that immediately after an annual 
budget is tabled in a municipal Councilthe accounting officer of a municipality must submit the annual 
budget in both printed and electronic formats to the National Treasury and the relevant Provincial 
Treasury . 

2. Section 23(1 )(b) of the MFMA states that the municipal Council must consider any views of the National 
Treasury, the relevant Provincial Treasury and any provincial or national organs of state or 
municipalities which made submissions on the budget. Section 24(1) of the MFMA further states that the 
municipal Council must at least 30 days before the start of the financial year consider approval of the 
annual budget 

3. A compliance check was conducted to verify whether your Tabled Budget for 2017/18, as submitted to 
Provincial Treasury, conforms with the Municipal Budget and Reporting Regulations (MBRR) and 
provides the relevant information required in the main budget tables (A1 -A10) and supporting tables (SA1- 
SA38). The attached Annexure A: Check List of Compliance to Municipal Budget and Reporting 
Regulations presents a summary of the completed and incomplete tables and the verification/reconciliation 
of the electronic submission to the budget tables included in the printed submission. 

4. Based on the information submitted by your municipality in the A1 Schedules, the budget documents and 
the subsequent engagement on 09 May 2017, please find attached our detailed co mm ents m Annexure B: 
Assessment of the 2017/18 Budget for your consideration in terms of Section 23(l)(b) of the MFMA 
During the engagement, the municipality noted the issues raised by Provincial Treasury and committed to 
attend to them prior to the 2017/18 Budget being considered in Council for approval in terms of Section 
24(1) of the MFMA 





5. The following are the key observations and findings on your municipality’s 2017/18 Tabled (Draft) 
Budget: 

5.1 Credibility of the budget 

Evaluation of the budget process: 

Provincial Treasury has undertaken an assessment of your draft budget that was tabled to Council on 
29 March 2017 and submitted to Provincial Treasury in both electronic and hard copy format. The 
municipality’s 2017/18 Draft Budget has been prepared in the required format as stipulated in 
Regulation 9 of the MBRR (A Schedule, version 2.8 for the Audited Outcome and current year period 
and version 6.1 for the MTREF period). 

Based on the outcome of the compliance check, your municipality completed the majority of the 
budget tables. It should be noted that where the budget tables contained incomplete information, 
Provincial Treasury was not able to perform a comprehensive analysis of your budget. The 
municipality must ensure that all relevant tables in the Final Budget (A1 Schedule) are folly 
completed. 

It should be noted that some of the explanations provided by the municipality in the Draft Budget 
narrative report were incomplete and in some instances unclear. However, these were clarified during 
the engagement and they have been highlighted in the attached Annexure B where applicable. 

Provincial Treasury noted that some figures contained in the Audited Outcomes Colu mn s in Draft 
Budget (A1 Schedule) did not agree to their respective sources (audited AFS). 

The Municipal revenue & expenditure fiscal framework (Tables AI-A5 and A10): 

The projected operating budget surplus of R15 million in the 2017/18 financial year may not be a true 
reflection of the municipality’s operating performance for 2017/18. The operating surplus could be 
largely affected by operating expenses that could not be folly assessed as a result of inconsistencies 
such as Debt impairment and Depreciation,, amongst others. 

Funding of budget: 

In order for the municipality to continue to provide services and extend their services to the 
community, the municipality’s budget should be funded in accordance with the legal requirements of 
theMFMA. 

As per Table A7: Budgeted cashflows and Table A8: Cash backed reserves/accumulated surplus 
reconciliation , the municipality’s 2017/18 Tabled Budget appears funded but to a lower extent as per 
Provincial Treasury’s assessment due to the following (amongst others): 

* The municipality did not provide the 2016/17 foil year forecast workings and supporting 
documents, thus further making it difficult for Provincial Treasury to determine the 
reasonableness of the 2017/18 opening Cash and cash equivalents balance, which impacts on 
the closing cash balance. 

* Overstatement of Service charges, 

* The overstatement of Government - operating, 

* Overstatement of Interest earned - outstanding debtors, 

* Understatement of Repayment of borrowing, and 

« Unsubstantiated amount of Other working capital requirements. 
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5.2 Relevance 

The Integrated Development Han (IDP) strategic objectives as outlined in Tables SA4, SA5 and SA6 
are aligned with local government key priorities. MFMA Circular No.66 describes key local 
government priorities as the provision of basic services, human settlements development, local 
government infrastructure as well as decent employment opportunities. 

5.3 Sustainability 

Revenue and expenditure management is fundamental to the sustainability of the municipality. The 
municipality has budgeted for an operating surplus over the MTREF. The municipality’s operating 
budget continues to be mainly funded from Transfers and subsidies (68 percent) followed by Service 
charges - water revenue at 15 percent. The municipality’s attention is drawn to Table A2 in respect of 
Waste water management service as there is a possibility that the municipality might have overstated 
capital grants or the costs of providing the service have been understated. 

The budget for Repairs and maintenance (2 percent of PPE - 2015/16) is below the guideline of 8 
percent as per the Circular 71 whilst Renewal of existing assets and Upgrading of existing assets 
could have been duplicated in Table A9 resulting in inconsistencies between total capital expenditure 
in Tables A5 and A9 . The municipality is required to provide a detailed explanation and assurance 
that the budgeted amounts are adequate to secure the ongoing health of the municipality’s assets 
supported by reference to their asset management plan. 

6. Provincial Treasury Circular PT/MF 06 of 2016/17 dated 24 February 2017 reads “ Failures to 
address the weaknesses identified bv Provincial Treasury will result in the MEC for Finance 
advising the National Treasury to consider stooping of the Equitable Share Transfer to the 
affected municipalities in terms of Section 38 of MFMA. Section 38 states that National Treasury 
may stop the transfer of funds due to a municipality as its share of the local government’s equitable 
share referred to in Section 214(l)(a) of the Constitution, but only if the municipality commits a 
serious or persistent breach of the measures established in terms of Section 216(1) of the 
Constitution 

7. Please ensure that when considering your 2017/18 Budget in Council for approval, a copy of the 
Council resolution or extract reflecting the Tabling of Provincial Treasury’s final assessment of 
the 2017/18 Tabled Budget (together with the municipality’s responses to Provincial Treasury’s 
findings) he included among the Budget documents to be submitted to both National and 
Provincial Treasury. 
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8. Furthermore, you are reminded to submit electronic and hard copies of the 2017/18 Approved Budget, 
related documents as well as budget returns, ensuring full compliance with all the components 
reflected in the attached Annexure C, to National and Provincial Treasury within 10 working days 
after the approval of the 2017/18 Budget. 


Yours faithfully 



Chief Director: Municipal Finance 

CC Mayor 

Chief Financial Officer 

Jan Hattingh, National Treasury 
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Service charges * refuse revenue 
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The municipality is advised to correct the inconsistencies in the information provided to ensure that different tables 
which impacts on the Interest earned - external investments reconcile prior to adoption of the 2017/18 Final Budget. 
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It is thus unclear whether the municipality has used the correct base in the calculation of the D^t mipairment prov'sion 
for 2017/18. The municipality should correctly populate the supporting tables before adoption of the 2017/18 Fma 

Budget. 
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VAT after taking into account capital payments and grants receipts from Government - 
capital under Other revenue. 

Notwithstanding the above it was noted during the engagement that the collection rate 
applied against Service charges - water was overstated. The municipality has committed to 
investigate and amend their budget accordingly. 










































































Budgeted cash inflow reflected for Government - operating of R439.3 million does not 
reconcile to R438.3 million reflected in Table SA18, thus overstating the budgeted cash 
inflow by R1 million relating to Provincial Township Establishment grant. This is an old 
grant previously received by the municipality when they acting as agents. The municipality 
agreed to amend the budget for Government - operational in the 2017/18 Final Budget. 
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investigated accordingly. 
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unless prescribed otherwise for certain categories of expenditure. During the engagement it 
was noted that the cash out flows against Suppliers and employees included VAT, and as 
indicated above, similar to receipts payments should also be VAT exclusive as confirmed 
with National Treasury. 
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Decrease (increase) in non-current Investments 
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26 May 2017 
Ref: 917/Adm/SM 


The Municipal Manager 
Ilembe District Municipality 
P 0 Box 1788 
Kwadukuza 
4450 
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siza water 


Sembcorp Siza Water (Pty) Ltd 

Co. Reg. No. 1998/19209/07 

Reypark.House, Rey's Place, Balllto 

PO BOX 1635, Baliito, 4420, South Africa 

Tei .{27) 032 946 7200 

Fax {27} 032 946.2188 

Fax (Customer Service) (27) 0 32 946 3211 

www.sembcorp-sizawater.co.za 


BY Email: Sa)nra.£:illay@i]embe.gov.za; Thanda,Mavise@ilembe.gov.za : 
An d rew. Horton (5) ilembe. gov, za 


Dear Ms N Gamede 

SEMBCORP SIZA WATER 2017 /2018 TARIFFS 


We wish to convey our gratitude to your team, especially Mr E Ngcobo, Mr E Shezi and 
Mr MD Gumede, for the constructive meeting held yesterday (25 May 2017) regarding the 
Sembcorp Siza Water 2017/2018 Tariffs. 

In line with our meeting we submit annexed hereto our tariff proposal with an escalation of 

10 %. 

We will revert shortly with a separate letter outlining the summary of the meeting as well as 
the terms and conditions that allow us to accept a 10% tariff increase. 

We thank the District for taking the time to understand our tariff methodology and assisting 
in finalising same. We look forward to receivingyour favourable approval of our submission. 

Yours Truly 


<£ Sl r viisra 
Managing Director 


Sembcorp Siza Water (Pty) Ltd Reg: 1998/19209/07 - Vat Registration Number: 4110178235 
Directors; M P Ng (Singapore) Chairman; E Goh (Singapore); C Siame (Zambia) 

S P tytisra; Dr M A Mokoape; M Gama; M van Wyk 
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SEMBCORP SIZA WATER (RF) (PTY) LTD 


MONTHLY WATER & SANITATION TARIFFS - EFFECTIVE 1 JULY 2017 


Description 


, Proposed Tariff „ 

Old Tariff , Tariff Rounding/ _ ... Proposed Tanff 

2016/2017 ncrease 2017/2Q1B Adjustment , WI Inc) VAT 



Water Availability 


♦ Special Residential Basic Chary e Applies to The following Areas Shakaskraat, Crete, Nkabongo, ShakasheadS Shayamoya 


R 


R 

1S.9D 

R 21.90 

R 

35.10 

R 

: : 43.90 

R 

160.20 



>40 to5DKL 


: 0.01 


R 39.751 -0.021R 39.74 


R 4S.39 -0.011 R 48.32 . 


'Per Kilolitre .* 


Per Kilolitre 


Per Kilolitre 


> 50KL ___ |Pg _,___ _ _ _ 

The Restriction Tariff wilt only apply during any period where water restrictions are implemented and will cease when such restrictions ore liftedI 


The Restriction Tariff wilt b e effective when the dam level is below 30% or when any other adverse situation arises. _ 


Water Surcharge Tariffs . ; 

Surcharge will be payable pro rata for each Kl consumed above a ' •. : 

consumers drought target ___ Per isightre __ R 100.00 30% R 110.00 __ R 


Surcharge is limited to R5 000 per meter/month (exd. Vat) ___ 


tVlAitlliliTilhiil-lAUiAvnlCnTiiinUBluSidrldiyjii’Ji.iiltii'iMi 


The Restriction Surcharge will only apply during any period where water restrictions are Implemented and will cease when such restrictions are lifted! 


The Restriction Surcharge will be effective when the dam level is below 3QK or when any other adverse situation arises. 


Water Connection Fees ■' : ■ : ■' 


Standard Water connection Fee 15mm (Registered Indigent Consumers) I Rand per Connection 


Rand per Connection 


Rand per Connection 


110.00 I R 125.40 


Standard Water connection Fee 22mm 


Standard Water connection Fee 25mm 


-0.01 

R 5 531.40 

U 

-0.01 

R 6 675.75 



Water connection Fee above 25mm & Non - Standard Connections 



Sewer level 3: Conservancy Tank draw | Rand I Cost tT0?» 


“ Special Residential Bask Charge Applies to The Following Areas Shokaskroal, Crete, Mobongo, S/mkashead & 


^bm—BH a 


Standard Sewerage connection Fee 110mm 
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_ SEMBCORP SIZA WATER (RF) (PTY) LTD _ 

MONTHLY WATER & SANITATION TARIFFS - EFFECTIVE 1 JULY 2017 


Description 


Old Tariff increase 
2015/2017 % 


Tariff Rounding/ 
2017/2018 Adjustment 


Rounding/ P :°^ dT :f I Proposed Tariff 


Exci VAT with 
Rounding 


MISCELLANEOUS TARIFF 


irir//rrCT/^ >lVj;j. f.Tr> ^ . T 7 . ~771 L tn7ir.r/nCTI 


ettvery Lost of Kecyae 


Delivery Cost Recycled Water {Within Sembcorp Siza Water service area) 


Delivery Cost Recycled Water (Outside Sembcorp Siza Water service area) 


Additional Per Load 



tcnfvtj amu Luwutuuf * i nts pn ce for rvcyctQQ water is appircaoic 10 consumers or zemocorp water ana tor aeitvery wnntn our service area ana pruvi 

taken in one delivery (No split deliveries). Minimum cteUvery of 1500 litres is applicable 


ollection Cost Recycled Water (Own Transport provide, 


Collector) Cost Recycled Water (OwnTransport provided) 


Other Administrative Charges 


Disconnection Charge 


Prepaid Token 


Isolating valve equal to 30mm 


Isolating valve equal to 40mm 


Valve box on customer's connection 


Opening up reinstatement of a customer's paving /m2 


Pressure and flow test 


Special Meter Reading 


VIP Pit assistance 


Copy of account 


Illegal Water and/or Sewer Connection 


Violation of Water Restrictions 


Any Other Tariff 


Plan Approval Fees 


New Dwelling Building Plan 


Additions and Alterations (Incl. Granny Flat, Outbuildings, Carports, Swimming 
Pools etc.) 


New Development Plans {Multi-Units, Shops, Shopping Centres, Offices, 
Businesses, Factories, Warehouses) 


Special Consent, Encroachment, Sub-Division, Rezoning and Relaxation 
Appplication 


SPLUMA Applications & Advertisements 


Issuing of A & B Certificates, Memo's 


Service Level Agreements - R5 000 or Attorneys cost + 10% {whichever is the 


Any accounts in arrears in excess of 60 days will be charged interest on the outstanding 
amount in excess of 60 days at the annual interest rate of: 


DEVELOPERS CONTRIBUTIONS TARIFF 


Developers Contribution Water - Bulk 


Developers Contribution Water - Link 


Developers Contribution Sewer - Bulk 


Developers Contribution Sewer-Link 


The Following Factors Will be Utilised for the Purpose of Calculating Developers Contributions: 


Factor to be applied 


Type of Development 


__Dwelling Houses [Freestanding Unit) 


_Low Rise Buildings {eg Duplexes) 


High Rise Multiple Dwelling {Flats/Hotels) 


Offices and Shops 


Bed & Breakfasts / Granny Cottages 


Industrial Development, Fire Connections £ Any Other Type of Development 



Rand Fer Unit 


Rand Per Unit 


Rand Per Unit 


Rand Per Unit 


R 9 267.68 


R 17 544.78 


R 12 978.68 


R 22 390.22 


R 10134.44 


R 19 299.26 


R 14 276.55 


R 24 629.24 


-0.05 \ R 10194.39 1 R 11621.60 


-0.050 R 19299.21 R 22 00110 


0.03 R 14 276.58 R 16 27530 


0.011 R 24 629.25 I R 2S 07735 
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